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REF: A) PANAMA 6739; (B) GENEVA 7754; (C)TOPAS PN 7008 

1. DEPARTMENT APPRECIATES CONCERN OP GOP REGARDING 
SUGAR EXPORT EARNINGS AND PROPOSED INTERNATIONAL SUGAR 
AGREEMENT (ISA) QUOTAS. AT THE SAME TIME MANY OTHER 
EXPORTERS CURRENTLY NEGOTIATING AT THE ISA CONPERENCE 
IN GENEVA ARE IN A SIMILARLY DIFPICULT POSITION SINCE 
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THEY ARE RAPIDLY EXPANDING PRODUCTION ALSO. 

2. ALTHOUGH IT IS NOT EXPLICITLY STATED IN THE ISA OR 

OTHER COMMODITY AGREEMENTS, QUOTA ALLOTMENT AMONG PRODUC- 
ING MEMBERS HAS TRADITIONALLY BEEN A MATTER FOR NEGOTIA- 
TION AMONG PRODUCERS. ANY U.S. INVOLVEMENT IN THE QUOTA 
BATTLE IN BEHALF OF A PRODUCER CAUSES RESENTMENT AMONG 
ALL OTHER PRODUCERS AND IS LIKELY TO BE COUNTERPRODUCTIVE. 

WE ARE LOATH TO GET INVOLVED SINCE EVERYONE IS UNHAPPY 
WITH THE QUOTA DIVISION AND THERE IS NOT MUCH PROFIT 

IN IT FOR US. THE U.S. AND OTHER CONSUMING COUNTRIES HAVE 
ON OCCASION EXPRESSED SYMPATHY FOR SMALL EXPORTERS' 

PROBLEMS IN THE COFFEE AGREEMENT WITHOUT GOING SO FAR AS 
TO ENTER INTO THE PROCESS OF QUOTA ALLOCATION OR CHANGE. 

IN ANY EVENT IT IS LIKELY THE NEW ISA WILL PROVIDE FOR 
QUOTA RENEGOTIATION AFTER THE FIRST TWO YEARS OF OPER- 
ATION, GIVING PANAMA A CHANCE TO PROVE ITS CASE BASED ON 
FILLING ITS ALLOCATED QUOTA. 

3. THE QUOTA DIVISION IS THE MOST DIFFICULT ISSUE OF 

THE NEGOTIATIONS AND IS AT THIS STAGE THE MAJOR REMAINING 
OBSTACLE TO AN ISA. ANY ONE COUNTRY, IF VIGOROUSLY 
BACKED BY THE U.S., CAN COMPLICATE THE ISSUE AND MAKE 
AGREEMENT EVEN LESS ATTAINABLE. THE U.S. HAS ALREADY 
BEEN ACCUSED OF FAVORING SOME LATIN AMERICAN COUNTRIES 
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(E.G. BRAZIL) AGAINST CUBA FOR POLITICAL REASONS. IN 

FACT, CUBA WAS GIVEN A DISPORPORTIONATELY LARGE QUOTA BY 

THE CHAIRMAN. IN ORDER TO ACHIEVE AN EFFECTIVE AGREEMENT, 

WE BELIEVE IT IS IMPORTANT FOR THE U.S. TO AVOID ANY 
INTERVENTION THAT COULD BE INTERPRETED AS POLITICIZING 
THE NEGOTIATIONS. 

4. THE U.S. HAS CHAMPIONED A QUOTA FORMULA BASED STRICTLY 
ON EXPORT PERFORMANCE. PANAMA'S SHARE OF THE QUOTA ON 
THAT BASIS IS NOT TOO UNREALISTIC. PANAMA'S HIGHEST 

YEAR FOR EXPORTS BETWEEN 1967 AND 1976 WAS 93,000 METRIC 
TONS IN 1976. USDA'S BEST ESTIMATE OF 1978 EXPORT AVAIL- 
ABILITY FOR PANAMA IS 140,000 METRIC TONS. A REASONABLE 
QUOTA SHARE FOR PANAMA MIGHT BE SOMEWHERE BETWEEN 90,000 
AND 1 10,000 TONS. OTHER CENTRAL AMERICAN COUNTRIES IN A 
SIMILAR POSITION ARE GUATEMALA WITH A QUOTA OF 300,000 
AND A USDA ESTIMATED POTENTIAL OF 400,000 AND NICARAGUA 
WITH 125,000, ALTHOUGH THE USDA ESTIMATE IS 150,000. 

OUR CONCERN IN GENEVA IS RESTRICT THE AMOUNT OF SUGAR 
COMING INTO THE MARKET IN ORDER TO RAISE THE PRICE. A 
LARGER EXPORT SHARE FOR EACH EXPANDING PRODUCER JEOPAR- 
DIZES THAT GOAL AND IN TURN MAKES THE NEED FOR SEVERE 
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U.S. IMPORT RESTRICTIONS MORE LIKELY. SINCE WE ARE 
PANAMA'S ONLY CURRENT MARKET EOR SUGAR THE LATTER THREAT 
SEEMS GRAVER THAN A SOMEWHAT SMALLER ISA QUOTA. 

5. WE BELIEVE THE SIZE OE THE OVERALL QUOTA PROPOSED 
(14,762,750 TONS) IS TOO LARGE TO ACHIEVE THE DESIRED 

PRICE. CONEERENCE PARTICIPANTS ARE CURRENTLY NEGOTIATING 
ON THE BASIS OE THE INITIAL QUOTA PROPOSAL BY THE CONEER- 
ENCE CHAIRMAN IN AN ATTEMPT TO MAKE IT MORE REALISTIC, 

MORE EQUITABLE AND MORE CAPABLE OE STABILIZING WORLD 
SUGAR PRICES. 

6. PANAMA DID NOT SPEAK ON ITS BEHALF DURING THE ENTIRE 
SIX WEEK FIRST SESSION OE ISA NEGOTIATIONS IN APRIL-MAY 
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1977. ON THE OTHER HAND SOME COUNTRIES IN SIMILAR CIR- 
CUMSTANCES, SUCH AS COSTA RICA, SPOKE UP VIGOROUSLY IN 
THE QUOTA SHARE-PRODUCTION EXPANSION ISSUE. PANAMA COULD 
HAVE DONE A MORE EEFECTIVE JOB OE DEEENDING ITS OWN 
INTERESTS. VANCE 
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